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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and

Members of City Council
Riverton City Corporation
Riverton, Utah

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, fiduciary fund, each major fund, und aggregate remaining fund information of Riverton City
Corporation, as of and for the year ended June 30, 2005, which collectively comprise the. City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of Riverton City

- Corporation Utah’s management. Our responsibility is to express an opinion on these financial statements based
on our audit.

‘We: conducted our audit in accordance with auditing standards generally accepted in the United States .of
America and the standards applicable to financial audits contained in Governmental Auditing Standards, issued
‘by the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, fiduciary fund, each major fund,
and the aggregate remaining fund information of Riverton City Corporation, as of June 30, 2005, and the
respective changes in financial position and the cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated November 2, 2005 on
our consideration of Riverton City Corporation’s internal control over financial reporting and our test of its
compliance with certain provisions of laws, regulations, contracts, and grants agreements and other matters. The
purpose of ‘that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control over financial
_reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

The management’s discussion and analysis on pages 3 through 5 are not a required part of the basic financial
‘statements but are supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of

. management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Riverton City Corporation’s basic financial statements. The combining and individual non-major fund
financial statements are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual non-major funds financial statements have been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

Wheggi o .

Sandy, Utah
November 2, 2005



Riverton City, Utah
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2005

This document provides a narrative discussion and analysis of the financial activities of Riverton City for the
fiscal year ended June 30, 2005. Riverton City management encourages readers to consider the statements herein
in addition to the comments made here. During fiscal year 2004, the City implemented new financial reporting
standards established by GASB (the Government Accounting Standards Board). These new standards
significantly changed the content and structure of the financial statements. As a result, much of the information is
not easily comparable to previous years. Future reports will include a more extensive prior year comparisons.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion is an introduction to the City’s Basic Financial Statements. The Basic Financial statements
include three components: 1.) government-wide financial statements, 2.) fund financial statements, and 3.) notes
to the financial statements. This report also includes other supplementary information in addition to the basic
financial statements.

The government-wide financial statements are designed to provide readers with a broad overview of Riverton
City’s finances, in a manner similar to a private-sector business. The government-wide financial statements are
comprised of 1.) the Statement of Net Assets and 2.) the Statement of Activities.

The Statement of Net Assets presents information on all of Riverton City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve as an
indicator of the City’s overall financial condition. However, you will need to consider other no financial factors.

The Statement of Activities helps to identify functions of the City that are primarily supported by tax dollars and
other general revenues (governmental activities) along with other functions that are intended to recover all or
most of their costs through user fees and charges. Riverton City’s business type activities include culinary water,
secondary water, sanitation, and street lighting.

The fund financial statements provide detailed information about individual major funds and not the city as a
whole. A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for a specific purpose. Some funds are required by law to exist, while others are established internally
to maintain control over a particular activity. All of the City’s funds are divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

¢ Governmental Funds — Most of the City’s basic services are accounted for in governmental funds and
are essentially the same functions reported as governmental activities in the government-wide financial
statements. The major governmental funds (as determined by generally accepted accounting principles)
are the General Fund, Capital Project Funds, and Impact Fee Funds.

e Proprietary Funds — Riverton City maintains one type of proprietary fund, the enterprise fund.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. Riverton City uses enterprise funds to account for its Culinary
Water, Secondary Water, Sanitation, and Street Lighting. ‘

¢ Fiduciary Funds — A fiduciary fund is used to account for resources held for the benefit of parties
outside the government. Riverton City has one fiduciary fund used to account for an employee pension
fund.
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Notes to the financial statements found within these financial statements provide additional schedules and
information that are essential to a complete understanding of the financial statements. The notes apply to both
the government-wide financial statements and the fund financial statements.

FINANCIAL ANALYSIS OF THE CiTY AS A WHOLE

At the beginning of fiscal year 2005-2006, the Home Depot opened a facility at 13400 South and the Bangerter
Highway in Riverton. This is a significant event given the dependence on sales tax that faces each municipality.
It is anticipated that this store will generate approximately $200,000 per year in point of sale sales tax
distribution. Home Depot owns additional acreage, which will provide individual pads and the capacity to

*accommodate other midsize retail box users. To date, a Winger’s restaurant has been constructed at this location.

A Chili’s restaurant and an additional retail building have been approved for construction.

During this fiscal year it is anticipated that construction will begin on a new Wal-Mart Super Center located on
the south side of 13400 South at the Bangerter Highway. With an expected first-quarter opening in 2007, this
store will bring in an estimated $400,000 per year point of sale to Riverton City. There are also a significant
number of adjacent retail pad sites at this location that will start of fill in with the construction of the Super
Center. This will bring additional retail sales tax to Riverton.

A third “big box” is scheduled to be under construction during the fiscal year 2005-2006. Lowes Home
Improvement has an anticipated opening date of the first quarter of 2007. This store will bring an estimated
$200,000 additional point of sale tax revenue to the City. As with the other big box sites, there will be ancillary
pad site development that will follow Lowes.

The fact that Riverton City is a fast growing community is apparent by the number of building permits issued
each year. During fiscal year 2005, 608 residential building permits were issued. The City has several large
developments underway, including Monarch Meadows, Western Springs, and Canyonview, along with several
smaller developments. '

GENERAL FIXED ASSETS AND LONG-TERM DEBT

Riverton City added $3,310,803 in infrastructure assets for governmental activities during the fiscal year.
Current year additions include: $847,122 in sidewalks; $341,709 for park projects; $536,412 for Storm Drains;
and $1,585,560 for Roads. Other current year additions for governmental activities include: $1,269,017 for
property purchases, $4,389,873 in building improvements; $231,898 in vehicles and $486,378 in equipment.

Long-term debt relating to governmental activities of the City includes two capital leases. Both of the capital
leases existed prior to fiscal year 2005. Riverton City also has two series of Franchise and Sales Tax Revenue
Bonds (2001 and 2004A series). Series 2001 was issued for road construction of 12800 South. Series 2004A
was issued for construction of the Civic Center.

The enterprise fund also has bonds outstanding; all of these bonds are water revenue bonds and were issued for
construction of the City’s secondary water system. The only new debt the City’s enterprise fund issued in fiscal
year 2005 was a refunding bond series which defeased a portion of the 2000B bond series. Aside from the water
revenue bonds, the enterprise fund has one capital lease outstanding for the purchase of sanitation equipment.




GENERAL BUDGETARY HIGHLIGHTS

The following table identifies significant variations between the original and final budget amounts and between
the final budget and actual amounts received or expended.

b o
Revenues

General Sales & Use Tax 2,252,000 200,000 2452000 181,472 2,633,472 Budget too conservative

Class C Road Funds 1,140,000 - 1,140,000 (267,829) 872,171  State over-distributed funds in 04 - corrected in 05
Building Permit Fees 351,900 290,000 641,900 47,535 689,435 budgeted 325 residential permits - actual 608
Plan checking Fees 158,300 140,000 298,300 8,760 307,060 budgeted 325 residential permits - actual 608
Ambuiance Fees 40,000 155,000 195,000 4,850 199,850 UFA distributed rev instead of applying to contract
Contributions 900,000 274,000 1,174,000 - 1,174,000 Estate contribution was larger than expected

Park Impact Fees 1,017,360 400,000 1,417,360 298,022 1,715,382 budgeted 325 residential permits - actual 608
Storm Drain Impact Fees 1,499,161 - 1,499,161 (595,431) 903,730 projected commercial dvipmt did not occur in 05
Road Impact Fees 2,190,593 - 2,190,593 (512,593) 1,678,000 projected commercial dvipmt did not occur in 05
Meter Set Fees 47,000 - 47,000 73,601 120,601 budgeted 325 residential pemits - actual 608
Culinary Water Sales 2,250,000 - 2,250,000 206,394 2,456,394 budgeted 325 residential permits - actual 608
Culinary Impact Fees 383,000 - 383,000 101,620 484,620 budgeted 325 residential permits - actual 608
Secondary Impact Fees 468,000 200,000 668,000 54,800 722,800 budgeted 325 residential permits - actual 608
Expenditures

Police Services 1,544,638 22,135 1,566,673 137,085 1,703,758 Contract more than was budgeted

Fire Protection 1,100,000 184,000 1,284,000 (105) 1,283,895 Chrged ambulance exp rather than netting rev

Cap Outlay - Park Impact 653,756 942,000 1,595,756 (377,141) 1,218,615 Unfinished Projects 05 will be completed in 06
Cap Outlay - Storm Drain

impact 1,666,220 320,000 1,986,220 (1,514,327) 471,893 Unfinished Projects 05 will be completed in 06
Cap Outlay - Roads Impact 2,707,130 29,000 2,736,130 (1,780,016) 956,114 Unfinished Projects 05 will be completed in 06
Cap Outiay - Civic Center 4,200,000 368,000 4,568,000 (19,138) 4,548,862 Increased costs for construction materials
Cap Outlay - Water Facility 650,000 .- 650,000 - 650,000 Budgeted project not started until FY 06
Cap Outlay - EDA Projects 900,000 - 900,000 (900,000) - Budgeted projects not started until FY 06

Revenues. The majority of revenue variances between the original budget and fiscal year actual were
development related. The City’s budget was based on 325 residential units, but the actual number of permits
pulled was 608. Most of these permits were from two large subdivisions that came on-line for development
much quicker than anticipated. While residential development was significantly above projection, commercial
development was less than expected.

Expenditures. Both police services and fire protection are contracted services. The variance between budget and
actual for public safety occurred because of contract costs that were not budgeted for. The majority of
expenditure variances deal with capital projects that were budgeted in fiscal year 04 but either not completed or
not yet started until fiscal year 06.




The following tables provide condensed financial information on a government-wide basis comparing
fiscal years 2004 and 2005.

Government-wide Financial Statements
Statement of Net Assets Summary
Comparing FY 2004 with FY 2005

Governmental Activities Business-Type Activities

Assets: 2004 2005 2004 2005
Current assets 6,833,723 5,941,005 3,515,578 2,359,345
Restricted assets 16,673,452 16,391,575 8,203,396 8,542,832
Noncurrent assets 104,233,944 110,183,039 50,166,934 52,086,927

Total assets 127,741,119 132,515,619 61,885,908 62,989,104
Liabilities:
Current liabilities 2,310,331 2,903,115 2,669,636 1,329,258
Noncurrent liabilities 9,409,016 9,028,194 21,224,411 20,434,572 .
Total liabilities 11,719,347 11,931,309 23,894,047 21,763,830
Net Assets:
Invested in capital assets,
net of related debt 94,630,619 100,802,036 26,979,920 29,199,278
Restricted 1,390,378 3,069,349
Unrestricted 20,000,775 16,712,925 11,011,941 12,025,996
Total net assets 116,021,772 120,584,310 37,991,861 41,225,274
-6-




Government-wide Financial Statements
Statement of Activities
Comparing Fiscal Year End June 30, 2004 with 2005

2004 2005
Governmental Activities
Program revenues:
Charge for services $ 5,100,118 $ 2,283,721
Operating grants and contributions ’ 1,129,546 875,093
Capital grants and contributions 1,179.734 6,115,555
Total program revenues 7,409,398 9,274,369
General revenues:
Property taxes 2,501,851 2,638,251
Sales tax 3,699,259 4,160,231
Other grants and contributions 116,378
Gain on sale of fixed assets 30 287,756
Unrestricted investment earnings 245.905 258,087
Total general revenues 6,563,423 7,344,325
Expenses by function:
General government 1,963,359 4,842,522
Public safety 3,029,400 4,044,246
Highways and public improvements 3,541,741 1,346,259
Parks and recreation 1,240,760 1,148,283
Contributions 33,572
Interest on long-term debt 150.035 676.628
Total expenditures 9.958.867 12.057.938
Change in net assets 4,013,954 4,560,756
Beginning net assets 112.009,600 116,023,554
Ending net assets $116,023,554 120,584,310
Business-type Activities
Revenue by enterprise service:
Culinary water $ 2,956,792 $ 3,098,870
Secondary water 2,191,290 2,825,637
Sanitation 969,699 1,013,233
Street lighting , 450,369 485,330
Other grants and contributions 1,912,101
Gain on sale of fixed assets 3,200
Unrestricted 152,421 233,653
Equity investment 81.381 65.908
Total enterprise revenues 6,801,952 9,637,932
Expenses by enterprise service:
Culinary water 1,906,260 1,935,572
Secondary water 1,446,503 1,717,635
Sanitation 1,050,489 960,287
Street lighting 495,349 601,880
Interest on long-term debt 1.138.362 1,189.145
Total enterprise expenses _ 6.036.963 6.404.519
Change in net assets 764,989 3,233,413
Beginning net assets 37,226.872 37.991.861
Ending net assets $ 37,991,861 $ 41225274



RIVERTON CITY CORPORATION

STATEMENT OF NET ASSETS
June 30, 2005
Primary Government
Governmental Business-type
Activities Activities Total
Assets:
Current assets:
Cash and cash equivalents ’ $ 4,481,445 $ 24,324 $ 4,505,769
Investments: :
US Treasury strips 49.597 49.597
Receivables:
Accounts 332305 708,565 1,040.870
Property taxes 529.802 529,802
Franchise taxes 225434 225,434
Intergovernmental 211,979 546,666 758.645
Prepaid expenses 110.443 1,079,790 1,190,233
Total current assets 5,941,005 2,359,345 8,300,350
Restricted assets: .
Cash and cash equivalents 16,391,575 8,542,832 24,934,407
Total restricted assets 16,391,575 8,542,832 24,934,407
Noncurrent assets:
Equity investment 1,115,022 1,115,022
Corner Canyon investment 117,906 117.906
Capital assets:
Land 67.925.425 1,738,150 69,663,575
Construction in progress 1,856,740 7424 1.864.164
Other capital assets net of accumulated depreciation 40,400.874 41,682,716 82,083,590
Investment in shares of water 7,425,709 7.425,709
Total noncurrent assets 110,183,039 52,086,927 162,269,966
Total assets . ‘ 132,515,619 62,989,104 195,504,723
Liabilities:
Current liabilities:
Accounts payable 1.020,803 194,135 1,214,938
Accrued liabilities 901,885 163.987 1.065.872
Internal balances 546,666 546,666
Accrued Interest payable 31,822 51.946 83,768
Bonds payable - due within one year 370,000 888.000 1,258.000
Capital leases payable - due within one year 15,749 20,993 36,742
Compensated absences - due within one year 16,190 10,197 26,387
Total current liabilities 2,903,115 1,329,258 4,232,373
Noncurrent liabilities:
Bonds payable - due in more than one year 8,950,000 20,372,000 29.322.000
Capital leases payable - due in more than one year 13,432 21,782 35,214
Compensated absences - due in more than one year 64,762 40,790 105,552
Total noncurrent liabilities 9,028,194 20,434,572 29,462,766
Total liabilities 11,931,309 21,763,830 33,695,139 -
Net Assets:
Invested in capital assets. net of related debt 100,802,036 29.199.278 130,001,314
Restricted for:
Class "C" roads 1.828.510 1,828,510
Hardy Park 1.216.895 1,216,895
Art museum 2.855 2.855
Traffic mitigation 21,089 21,089
Unrestricted 16,712,925 12,025,996 28,738,921
Total net assets $ 120,584,310 $ 41,225,274 $ 161,809,584

The accompanying notes are an integral part of these financial statements.
8-




¥85°608°191

vLT'STTIY §

01€'v85°0T1 §

-6

‘SUAWIL)S [eIdURUL) 359Y) Jo ued _Emoi_ ue aJe sajou SuiAuedwoode sy |

SIH'S10PSI 198°166°LE $SS°€T091 1 SurumBaq - s)s88 JON
691°v6L'L eIV €ET'e 95L°09S"¥ s19s5€ 19U Ul aduey)
L81°655°6 98'V1TT STEWYE'L SI3JSURL) PUE SINUSAS [B19Ua8 [BI0],
806'S9 806'S9 swodul Juawisaaul A3nbg
ovL'16¥ €59°€ET L80°8ST sSuruies JUSWISIAUI PAIdLNSIIU()
956°06C 00Z°€ 9SL°L8T $19SSB POX1 JO J[ES UO UIeD
101°z16't 101°716°1 - sures8o.d oyyroads o) patoLnsal
10U SUOLINQLIJUCD PUE SIUBID)
1€T°091°Y 1€2°091°p SaX®} SSIYOURY) PUE SIES
1S2'8€9°C 1§7'8€9°C saxe) Auadolg
‘SONUIADI [BIDUID)
(810°9L°1) 165°810°1 (695°€8L'D) XIS £60°6L8 $ 16L'90L°6  $ LSY'TOP'8T WHUILAAOD) ATBlUld [BI0L
1S5°810°1 16$°810°1 0LO'ETY L 61S70v9 sanianoe adAj-ssauisnq (@10 ],
(sv1'681°1) (sy1'681°1) SpI'681°l 198p uL)-Juo] Uo ISIMNU]
(0ss911) 0ss'911) 0€E'S8Y 088'109 ST REETIIN
Ir6'Cs 96'CS £ETEI0’] L8T'096 uonejiueg
200°801°1 Z00°801°1 LEY'ST8T SE9LIL' Iajem Arepu0ddg
867°¢9!1°1 867°¢91°1 0.8°860°¢ TLSSE6] Jorem
:sonanoe ad£3-ssauisng
{695°€8L'T) (695°€8L°7) SSSSITg £60°SL8 12L°€82°C 8£6'L50°C1 SaNIALOE [RIUSWLIGAOE [EI0L
(879°9L9) (829°9L9) 829°9.9 193p uu1-3uo] uo Js31U|
LTL6S81 LTL'658°] $6S°€06°C SIY' 0l £8T°8¥1°1 uoneaInal pue syled
1L6°$5T°T 1L6'S5T°T 208'€89°C £60°SL8 SEE'EY 65T9YE’l siuswaaoiduwi o1qnd pue skemySiH
(s61°655°T) (561'555°2) 1L1°191 088°LZE’ TPy Ayages oiqng
(¥b'L99°€) $  (b¥'L99%c) § L86'99€ ) $ 160°808 S 443442 2N JUAURLISAOS [2J3USD)
ISAMIANOR [BIUDLIDAOD
UAWUIdA0S ATewil ]
[e10L SAIANDY SONIAIY suonnqQIIue) SUuonNQLIU0) ERIINE sasuadxy :swesdold/suonoun,
adA3-ssaursng |BIUSWILLIDAOD) pue sjuein pue sjueln) 10§ sa31ey)
fende) Suneladp

Furpus - s19SSB 19N

JUBWILIAA0D) RIBW[1 ] SoNuAASY WeIF0l]

S19S8Y 19N U1 saduey)) % anuaady (asuadx:]) 1N

S00T "0¢ dunf papuy I3 A 3y, 1o,
SALLIALLOV 4O INGWILVLS
NOLLYYOJYOD ALID NOLIIARS




B G G &N . E AR e

RIVERTON CITY CORPORATION
BALANCE SHEET - GOVERNMENTAL FUNDS
For The Year Ended June 30, 2005

Capital Total
Special Project Governmental
General Revenue Fund Funds
Assets:
Cash and cash equivalents $ 2,733,482 $ $ 1,747,963 $ 4,481,445
Restricted cash and cash equivalents 1,831,365 3,216.991 11,343,219 16,391,575
Investments:
US treasury strips 49,597 49,597
Corner Canyon
Receivables:
Accounts 121,878 210,427 332,305
Property and sales taxes 529.802 529.802
Franchise taxes 225,434 225,434
Intergovernmental 211,979 211,979
Due from other funds 453,334 1,071,741 1,525,075
Prepaid expenses 32,954 ' ' 32,954
Total assets $ 5,914,794 $ 3,266.588 $- 14,598,784 $ 23,780,166
Liabilities:
Accounts payable $ 612.096 $ 907 $ 407,800 $ 1,020,803
Accrued liabilities 917.422 653 918,075
Due to other funds 2.071.741 2,071,741
Total liabilities 1,529.518 2.072.648 408,453 4,010,619
Fund balances:
Designated for improvements 3,716,213 3,716,213
Reserved- ’
Class"C" roads 1,828,510 1,828,510 -
Hardy Park 1,216.895 1,216,895
Art museum 2,855 2,855
Impact fees 7.844,841 7.844.841
Construction 2,629,277 2,629,277
Mitigation surcharge 21.089 21,089
Unreserved - undesignated 1,315,927 1.193,940 2,509,867
Total fund balances 4,385,276 1,193,940 14,190,331 19,769,547
Total liabilities and fund balances $ 5,914,794 $ 3.266.588 $ 14,598,784 $ 23.780,166

The accompanying notes are an integral part of these financial statements.
-10-




RIVERTON CITY CORPORATION
RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
June 30, 2005
Amounts reported for governmental activities in the statement of net assets are different because:
Total fund balances - governmental fund types $ 19,769,547

Capitalized prepaid costs of long-term debt 77,489

Capital assets used in governmental activities are not financial resources and therefore, are not
reported in the funds. The cost of the assets is $153,500,241 less the accumulated depreciation

of $43,317,202. 1710,1873,039

Long-term liabilities, including bonds payable, are not due and payable in the current period and

therefore, are not reported in the funds. (9,381,003)

Accrued compensated absenses (64,762)
Net assets of governmental activities m

The accompanying notes are an integral part of these financial statements.
-11-



RIVERTON CITY CORPORATION
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
For The Year Ended June 30, 2005

Capital Total
Special Project Governmental
General Revenue Fund Funds
Revenue:
Property taxes $ 1802253 $ 835998 $ $ 2.638.251
Sales taxes 2,633,472 2.633.472
Franchise taxes 1.526.759 1.526,759
Licenses and permits 948,660 948,660
Intergovernmental revenues 887,466 887,466
Charges for services 954,587 954,587
Impact fees 4,422,886 4,422,886
Fines and forfeitures 315.572 315.572
Interest income 194.705 3,518 223,009 421,232
Miscellaneous 39,749 12,780 52,529
Total revenues 7.776,464 852.296 6,172,654 14.801,414
Expenditures:
Interest. debt service costs, and bond
issuance costs 30.000 646,628 676,628
General government 1,765,144 72.773 39,460 1.877,377
Public safety 3.515,833 528.413 4,044,246
Highway and public improvements 1,172,882 173,377 1.346.259
Parks, recreation. and public property 947,211 201,072 1.148,283
Contributions - veterans. art council,
and historical socicty
Capital outlay 587.263 814,682 7.588.393 8,990,338
Total expenditures 7.988.333 917.455 9,177,343 18,083,131
Excess of revenues over (under) expenditures (211,869) (65.159) (3,004,689) (3,281,717)
Other financing sources (uses):
Proceeds from capital leases ‘
Contributions 1,174,000 1,174,000
Proceed from debt
Grants 355.524 355,524
Proceeds from sale of assets 9,094 278,662 287,756
Transfers in 806.394 575,000 1,381,394
Transfers out (477,994) (903,400) (1,381,394)
Total other financing sources (uses) 1,989,488 (199.332) 27,124 1,817,280
Excess of revenues and other financing sources
over (under) expenditures and other uses 1.777.619 (264.491) (2,977.565) (1,464,437)
Beginning fund balance 2,607,657 1,458,431 17,167,896 21,233,984
Fund balance, end of year $ 4,385,276 $ 1,193,940 $ 14,190,331 $ 19,769,547

The accompanying notes are an integral part of these financial statements.
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RIVERTON CITY CORPORATION

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENSES, AND -
.CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES

For The Year Ended June 30. 2005

Amounts reported for governmental activities in the statement of activities are different because:
Net changes in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However. in the statement of activities.
assets with an initial cost of more than $5.000 are capitalized and the cost is allocated over their
estimated useful lives and reported as depreciation expense. This is the amount by which capital
outlays exceeded depreciation in the current period.

Capital outlay )

Depreciation expense

Bond proceeds and capital leases provide current financial resources to governmental funds by
issuing debt which increases long-term liabilities in the Statement of Net Assets. Repayments of
bond and capital lease principal are expenditures in the governmental funds. but reduce liabilities in
the Statement of Net Assets.

Payment of bond principal

Capital lease payments

Net effect of revenues reported on the accrual basis in the Statement of Activities that do not
provide current financial resources and thus are not reported as revenues in the funds until
available.

Expenditures are recognized in the governmental tunds when paid or due for: items not normally
paid with available financial resources and interest on long-term debt. However. the Statement of
Activities is presented on the accrual basis and expenses and liabilities are reported when incurred,
regardless of when financial resources are available or expenditures are paid or due. This
adjustment combines the net changes of compensated absences and accrued interest on bonds
payable.

Changes in net assets of governmental activities

$ 8.990.338
(3.220.336)

210,000

23.705

The accompanying notes are an integral part of these financial statements.
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RIVERTON CITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - GENERAL FUND - GOVERNMENTAL FUNDS
For The Year Ended June 30. 2005

Budgeted Amounts Variance with
Final Budget
Original Final Actual Favorable
Budget Budget Amounts (Unfavorable)
Revenues:
Property taxes . 3 1,763.500 - §$ 1,701,500 $ 1,802,253 $ 100,753
Sales taxes ‘ 2,252,000 2,452,000 2,633,472 181,472
Licenses and permits 559,675 847.675 948,660 100.985
Intergovernmental revenues 1.229.000 1,221,373 887.466 (333.907)
Charges for services 534,750 953,550 954,587 1,037
Fines and forfeitures 212,000 303.000 315,572 12.572
Interest income 150,000 150,000 194,705 44.705
Miscellaneous ‘ 32,600 32,600 39,749 7.149
Total Revenues 6,733,525 7,661,698 7,776.464 114,766
Expenditures:
General Government 1,854,450 1.925,680 1,765,144 160,536
Public Safety 3,180,988 3,401,623 3,515,833 (114.210)
Highway and public improvements 2.035.850 2,034,850 1.172,882 861,968
Parks. recreation, and public safety 979.725 1,022,013 947.211 74,802
Capital Outlay 1.581.400 1,577.400 587,263 990,137
Total expenditures 9.632.413 9.961.566 7,988.333 1,973,233
Excess of revenue over (under)
expenditures (2.898.888) (2,299.868) (211.869) 2,087,999 _
Other financing sources (uses):
Contributions 900,000 1,174.000 1,174,000 -
Proceeds from sale of assets 600.000 600.000 9.094 (590.906)
Transfers in 706.394 856.394 806.394 (50,000)
Transfers out (1,775.000) (1.775,000) - 1,775,000
Total other financing sources (uses) 431,394 855,394 1,989,488 1,134,094
Excess of revenues and other financing
sources over (under) expenditures
and other uses $  (2,467.494) $  (1.434.979) 1.777.619 $ 3,222,093
Unadjusted beginning fund balance 2,607,657
Prior period adjustment
Fund balance. beginning of year 2,607.657
Fund balance. end of year $ 4,385,276

The accompanying notes are an integral part of these financial statement.
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RIVERTON CITY CORPORATION
STATEMENT OF FIDUCIARY NET ASSETS - FIDUCIARY FUND
June 30, 2005

Assets:
Investments, at fair value:
Annuity contracts
Total assets
Liabilities
Net assets held in trust for annuity benefits

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements.
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Trust and

Agencx

$ 1,374,194

$ 1,374,194

1,374,194

$ 1,374,194



: RIVERTON CITY CORPORATION
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS - FIDUCIARY FUND
For The Year Ended June 30, 2005

Trust and
Agency
Additions:
Net change $ 167,698
Net assets held in trust for annuity benefits:
Beginning of year 1,206,496
End of year $ 1,374,194

The accompanying notes are an integral part of these financial statements.
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Assets:
Current assets:
Cash and cash equivalents
Prepaid expenses
Receivables:
Due from (to) other funds
Accourits
Total current assets

Restricted assets:
Cash and cash equivalents
Total restricted assets

Noncurrent assets:
Equity investment
Corner Canyon investment
Capital assets:
Land
Construction in process
Property and equipment, net
of depreciation
Invested in water shares
Total noncurrent assets

Total assets -

Liabilities:
Current liabilities:
Accounts payable
Accrued liabilities
Compensatcd absences - due within one year
Accrued interest payable
Capital leases payable - due within one year
Bonds payable - due within onc year
Total current liabilities

Noncurrent liabilities - due in more than one year:

Compensated absences
Capital leases payable
Bonds payable
Total noncurrent liabilities

Total liabilities
Net assets:
Invested in capital assets, net of related debt
Unrestricted

Total net assets

Total liabilities and net assets

RIVERTON CITY CORPORATION
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
For The Year Ended June 30, 2005

Culinary Secondary Street
Water Water Sanitation Lights Total

$ 1,760,608 $ (1,195,046) $ 60,455 $  (601,693) $ 24324
1,079,790 1,079,790
1,300,000 (453,334) (300,000) 546,666
306,510 234,185 113,713 54,157 708,565
3.367.118 118,929 (279.166) (847,536) 2,359,345
1,368.681 7.174.151 8,542.832
1,368,681 7,174,151 8,542,832
1,115,022 1,115,022
117.906 117,906
548.132 1,158,018 32,000 1,738,150
7,424 7,424
11,814.068 24,673,818 67,348 5,127.482 41,682,716
465,670 6,960,039 7,425,709
12,953.200 32,791,875 1,182,370 5,159,482 52,086,927
$17,688,.999 $ 40,084,955 $ 903,204 $ 4,311,946 $ 62,989,104
$ 34.777 $ 34,700 $ 89,443 $ 35.215 $ 194,135
13.826 149.860 196 105 163,987
5814 3.776 370 237 10,197
51,946 51,946
20,993 20,993
888.000 888,000
54,417 1,128,282 111,002 35,557 1,329,258
23256 15,105 1,481 948 40,790
21,782 21,782
20,372,000 20,372,000
23,256 20,387,105 23,263 948 20,434,572
77.673 21,515,387 134,265 36,505 21,763,830
12,835,294 11,479,929 24,573 4,859,482 29,199,278
4,776,032 7,089,639 744,366 (584,041) 12,025,996
17,611,326 18.569,568 768,939 4,275,441 41,225,274
$17.688,999 $ 40,084,955 $ 903,204 $ 4311,946 $ 62,989,104

The accompanying notes are an integral part of these financial statement.
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Operating revenues:
Water sales
Garbage sales
Lighting sales
Impact Fees
Connection fees
Other revenue

Total operating revenues:

Operating expenses:

Interest and debt service costs and

bond issuance costs
Salaries and wages
Employee benefits
Utilities
Water purchases
Landfill fees
Sanitation charges
Supplies and maintenance
Administrative
Depreciation

Total operating expenses:

Excess of revenues over (under) expenditures

Nonoperating revenues (expenses):

Interest income

Equity investment income
Sale of asset

Grants

Bond interest expense
Amortized bond costs
Capital contributions
Transfer from other fund
Transfers to other funds

Total nonoperating revenues (expenses)

Net income

Net assets, beginning
Net assets, ending

RIVERTON CITY CORPORATION
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET ASSETS - PROPRIETARY FUNDS
For The Year Ended June 30, 2005

Culinary Secondary Street

Water Water Sanitation Lights Total
$ 2456394 $ 2,099,327 $ $ $ 4,555,721
1,013,233 1.013,233
485,330 485,330
484.620 722,800 1,207,420
136,966 . 136,966
20.890 3,510 24,400
3,098.870 2,825,637 1,013,233 485,330 7.423,070
442256 256,305 42,578 25,644 766,783
210,650 114,680 21,607 10,087 357,024
135,619 126,942 272,253 534,814
204,188 21,357 225,545
266,804 266,804
599,035 599,035
271,929 98,572 12,119 6,302 388,922
52,254 173,794 4,177 1,548 231,773
618.676 925,985 13,967 286,046 1,844,674
1,935,572 1,717,635 960,287 601,880 5,215,374
1,163,298 1,108,002 52,946 (116,550) 2,207,696
56.003 177,650 233,653
65,908 65,908
3,200 3,200
17.851 17,851
(1,189,145) (1,189,145)
777,343 964,407 152,500 1,894,250 .
250,000 250,000
(250,000) (250,000)
604,397 (47,088) 65,908 402,500 1,025,717
1,767.695 1,060,914 118,854 285,950 3,233,413
15,843,631 17,508,654 650,085 3,989,491 37,991,861
$ 17,611,326 $ 18,569,568 $ 768,939 $ 4275441 $ 41,225274

The accompanying notes are an integral part of these financial statements.
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RIVERTON CITY CORPORATION
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

Cash flows from operating activities:
Cash received from customers
Cash payments 10 suppliers for goods and services

Cash payments to employees and profe | s for services

Net cash provided (used) by operating activities

Cash flows from capital and related financing activities:
Equity investment contributions
Capital contributions
Subsidy from federal grant
Proceeds from long-term debt
Repayment of short-ierm debt
Proceeds from lease
Principal payments on bonds
Principal payments on notes payable
Interest paid on bonds
Purchase of equipment / improvements
Purchase of other assets
Purchase of water shares
Proceeds trom sale of assets
Transfer of assets in
Transfer of assets out

Net cash provided (used) by financing activities

Cash flows from investing activities:
Interest from investments
Purchase of investments

Net cash provided (used) by investing activities
Net increase (decrease) in cash

Cash at beginning of year

Cash at end of year

Reconciliation of operating income {loss) to net cash provided (used)
by operating activities*

Operating income (loss) -

Adjustments to reconcile net income (loss) lo net
cash provided (used) by operating activities:
Depreciation
(Increase) decrease in’

Assets:
Accounts receivable
Grants receivable
Deferred charges
Equity investment
Increase (decrease) in
Liabilities’
Accounts payable
Accrued liabilities
Deferred revenue

Net cash provided (used) by operating activities

The accompanying notes are an intergral part of these financial statements.

For The Year Ended June 30, 2005
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Culinary Secondary
Water Water Sanitation St Lights Total

3 2,856,419 $ 2794938 $ 1,011,816 ) 482,497 $ 7,145,670
. (936,218) (1,604.043) (1,052,737) (767,066) {4,360,064)
(450,354) (261,780) (43,793} (26,188) (782,115)

$ 1469847 8§ 920115 $  (84714) $__ (310757) _$ 2,003,491
65,908 65,908

777,343 964,407 152,500 1,894,250

17,851 17,851
3,800,000 3,800,000
(4,568,000) (4,568,000)
(20,235) (20,235)
{1.189,145) (1,189,145)
(933.338) (823,525) (974,522) (2,731,385)
(844.412) (844.412)

3,200 3,200

250,000 250,000
{250,000) {250.000)
(384,944) (2,660,675) 45,673 (572,022) (3,571,968)
56,003 177,650 233,653
(46,300) {46,300)

9.703 177,650 187,353
1,094,606 (1.553,910) (39,041) (882.779) (1,381,124)
2,034,683 7,533,015 99.49 281.086 9.948 280

3 3 129l289 $ 5979105 S 60,455 $ (601,693) § 8|567, 156
s 1,163,298 $ 1,108,002 $ 52,946 $  (116550) § 2,207,696
618,676 925,985 13,967 286.046 1,844,674
(242,451) {30,699) (1,.417) 297.167 22,600
(40,261) (40,261)
(142,569) (142,569)
(66,496) (1,020.216) (6,543) (777,526) (1,870,781)
(3.180) (13,696) (1,098) 106 (17,868)
l|469|847 92911 15 ’8417 l4: {310.757) 2|003,49 1




" RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS
For The Year Ended June 30, 2005

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Riverton City Corporation (the City) was incorporated on July 3, 1967, as a third class city
under the provisions of the State of Utah. The City is a municipal corporation, which operates
under an elected mayor — council form of government and provides the following services as
authorized by its charter: public safety, highways, recreation, economic development, culinary
water, secondary water, sanitation, and street lighting.

The City’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements
and Interpretations). Governments are also required to follow the pronouncements of the
Financial Accounting Standards Board (FASB) issued through November 30, 1989 (when
applicable) that do not conflict with or contradict GASB pronouncements. The City has the
option to apply FASB pronouncements issued after that date to its business-type activities and
enterprise funds, and the City has chosen to do so. The accounting policies of the City conform

- to accounting principles generally accepted in the United States of America as applicable to

governmental units. The more significant accounting policies established in GAAP and used
by the City are discussed below.

In June 1999, GASB unanimously approved Statement No. 34, Basic Financial Statements —
and Management’s Discussion and Analysis — for State and Local Governments (Statement).
Beginning with the fiscal year ending June 30, 2004, the City implemented the statement which
made the following significant changes to the City’s financial statements (including notes to the
financial statements):

e A Management Discussion and Analysis (MD&A) section providing an analysis of the
City’s overall financial position and results of operations.

e Financial statements prepared using full accrual accounting for all of the City’s
activities including infrastructure (roads, bridges, etc.).

e A change in the fund financial statements to focus on the major funds.

(A) The Reporting Entity

In evaluating how to define the City for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component
unit in the reporting entity was made by applying the criteria set forth in the related
GASB pronouncement. The basic, but not the only, criterion for including a potential
component unit within the reporting entity is the governing body’s ability to exercise
oversight responsibility. The most significant manifestation of the ability to exercise
oversight is financial interdependency. Other manifestations of the ability to exercise
oversight responsibility include, but are not limited to, the selection of governing
authority, the designation of management, the ability to significantly influence operations
and accountability of fiscal matters. The other criterion used to evaluate potential
component units for inclusion or exclusion from the reporting entity is the existence of
special financing relationships, regardless of whether the City is able to exercise
oversight responsibilities.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(A) The Reporting Entity (continued)

(B)

The Riverton Art museum at the Crane Home is a legally separate entity form the City
with its own 501(c)(3) status and is included as a blended component unit. The City
Council appoints members of the board and appropriated money to the board in fiscal
year 2005. Its 501(c)(3) status allows the board to apply for other funding. In fiscal year
2005, the board received funds from Salt Lake County ZAP tax and from Stampin’ Up.
During the audit process, it was noted that the money from ZAP and Stampin’ Up was
appropriately used and accounted for. The money from the City, however, was used in a
manner contrary to the direction of the City Council.

The Riverton City Redevelopment Agency (RDA), an entity legally separate from the
City, is governed by the members of the City Council. For financial reporting purposes,
the Redevelopment Agency is reported as if it were part of the City’s operations because
its purpose is to finance and provide redevelopment services to citizens of the City. The
RDA is reported as a special revenue fund.

The City is not a component unit of any other entity. The City’s basic financial
statements include all City operations.

Government-Wide and Fund Financial Statements

The City’s basic financial statements include both government-wide (reporting the City
as a whole) and fund financial statements (reporting the City’s major funds). Both the
government-wide and fund financial statements categorize primary activities as either
governmental or business-type. The City’s police and fire protection, parks and
recreation, public works, and general administrative services are classified as
governmental activities. The City’s water, secondary water, sanitation, and street lighting
services are classified as business-type activities.

The government-wide financial statements (i.c., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the City
and its component units. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported
by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
which are clearly identifiable with a specific function or segment. Program revenues
include 1) charges to customers or applicants who purchase, use or directly benefit from
goods, services or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(B) Government-Wide and Fund Financial Statements (Continued)

©

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported
as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenue in the year for which they become available. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met.

The use of financial resources to acquire capital assets are capitalized as assets in the
government-wide financial statements, rather than reported as an expenditure. Proceeds
of long-term debt are recorded as a liability in the government-wide financial statements,
rather than as an other financing source. Amounts paid to reduce long-term debt of the
City are reported as a reduction of the related liability, rather than an expenditure.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt-service
expenditures, as well as expenditures related to claims and judgments, are recorded only
when payment is due.

Sales taxes, franchise taxes, and earned but unreimbursed state and federal grants
associated with the current fiscal period are all considered to be susceptible to accrual and
so have been recognized as revenues of the current fiscal period. Property taxes are
measurable as of the date levied (assessed) and are recognized as revenues when they
become available. Available means when due, or past due, and received within the
current period or collected soon enough thereafter (within 60 days) to be used to pay
liabilities of the current period. All other revenues are considered to be measurable and
available only when cash is received by the City.

The accounts of the City are organized on the basis of funds, each of which is considered
a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, reserves, fund
balance, revenues, and expenditures or expenses as appropriate.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(C) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(continued)

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial
resources of the City, except those required to be accounted for in another fund.

The Capital Projects Fund accounts for the financial resources to be used for the
acquisition or construction of the major capital facilities of the government (other
than those financed by enterprise funds or non-expendable trust funds).

The City reports the following major proprietary funds:

The Culinary Water Fund accounts for the activities of the City’s culinary water
distribution system.

The Secondary Water fund accounts for the activities of the City’s secondary water
distribution system.

The Sanitation Fund accounts for the activities of the City’s sanitation collection
operations.

The Street Lighting fund accounts for the activities of the City’s street light service
operations.

Additionally, the City reports the following fund types:

Special Revenue funds account for resources legally restricted to expenditures for
specified current operating purposes and for the enforcement of special services and
activities. Accounting and financial reporting for general and special revenue funds
are identical. The City accounts for the Riverton City Redevelopment Agency in a
special revenue fund.

As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are payments to
the General Fund by various enterprise funds for providing administrative and billing
services for such funds. Elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3)
capital grants and contributions, including special assessments. General revenues include
all taxes.
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NOTE |

RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(C) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(D)

(continued)

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenues of the culinary water fund, the secondary
water fund, the sanitation fund, and the street lighting fund, are charges to customers of
the system. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

Budgetary Data
The City Council follows these procedures in establishing the budgetary data reflected in

the financial statements —

(1) Prior to May 1, the City Finance Director submits to the City Council a proposed
operating budget for the fiscal year commencing the following July 1. The
operating budget includes proposed expenditures and the means of financing
them.

(2) Public hearings are conducted in the City to obtain taxpayer comments.
(3) Prior to June 22, the budget is formally adopted after a public hearing.

(4) The City Manager, has authority to transfer budget appropriations between -
individual line items within any department of any budgetary fund.

(5) The City Council, by resolution, has the authority to transfer budget
appropriations between the individual departments of any budgetary fund.

Formal budgetary integration is employed as a management control device during the
year for the general funds, special revenue funds, and capital project funds. In the
General fund, budgets are adopted at the functional level and budgetary control is
exercised at the departmental level. For special revenue funds, budgets are adopted and
control is exercised at the level of total expenditures for each individual fund. For capital
project funds, budgets are adopted and control is exercised at the project level.

Annual budgets for the General fund, all special revenue funds (Redevelopment Agency
fund), and the capital projects fund were legally adopted by the City and are prepared on

the modified-accrual method of accounting.

The City expended $114,210 more than the budget for public safety.
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NOTE 1

RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(D) Budgetary Data (continued)

(E)

(F)

(&)

Encumbrances (commitments related to unperformed purchase orders or contracts for
goods or services) are used only as an internal management control device during the
year. The City does not have any encumbrances outstanding at year end since
appropriations lapse at year end. However, encumbered amounts are generally
reapportioned and honored as part of the following year’s budget.

Although Utah State law requires the initial preparation of budgets for all City funds
(both governmental and proprietary), it only requires the reporting of actual versus such
budgets for governmental funds.

Tax Revenues

The majority of property taxes are collected by the Salt Lake County Treasurer and
remitted to the City in installments each fiscal year with a final settlement by March 31%.
Taxes are levied and are due and payable on November 1% and delinquent after
November 30" of each year at which time they become liens if not paid. An accrual of
delinquent current and prior year’s property taxes beyond that which was received within
60 days after fiscal year end has not been made, as the amounts are not deemed to be
material.

Sales taxes are collected by the Utah State Tax Commission and remitted to the City
monthly. An accrual has been made for all taxes received by the State for the period
ended June 30™ and thus due and payable to the City.

Utility and Telecommunication taxes are charged to various utility companies doing
business within the City including telephone, cable television, gas utility, and electric
utility companies. The fees are remitted on a monthly, quarterly, semi-annual, or annual
basis. An accrual has been made for taxes due and payable to the City at June 30“'

Deposits and Investments

Investments of the City are stated at cost. Investments consist of U.S. Treasury Strips
held by the Redevelopment Agency, bond reserve accounts, and accounts at the Utah
Public Treasurers Investment Trust (the State Treasurer’s Pool), in the name of the City
and are stated at cost, which approximate fair market value.

The governments’ cash and cash equivalents are considered to be cash on hand.

Investment in Joint Venture

The investment in Trans-Jordan Cities Landfill, a 7. 39% owned joint venture is
accounted for by the equity method of accounting. Under this method, the Sanitation
Fund (Enterprise Fund) records its share of the joint venture’s net income or loss for each
period.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(H)

@
)

(K)

Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,

roads, bridges, sidewalks, and similar items) are reported in the applicable governmental
or business-type activities columns in the government-wide financial statements. Capital
assets are defined by the government as assets with an initial, individual cost of more
than $5,000 and an estimated useful life in excess of two years. Such assets are recorded
at historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets is included
as part of the capitalized value of the assets constructed.

Property, plant, and equipment of the primary government, as well as the component
units, are depreciated using the straight line method over the following estimated useful
lives:

Assets Years
Infrastructure 15 to 50
Buildings 25t0 50
Office equipment 5to 15
Machinery and equipment 5to 15
Vehicles 5
System infrastructure 20
Improvements other than buildings 30

Property and Equipment, Proprietary Funds
Property and equipment are stated at cost. Depreciation has been provided using the
straight-line method over a period of three to fifty years.

Interest Capitalization
The City capitalizes net interest costs as part of the cost of constructing various utility

projects when material.

Cash and Cash Equivalents
For the purpose of the statement of cash flows, cash and cash equivalents are defined as
cash and the State Treasurer’s Pool.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L)

M)

(N)

©

(P)

Q

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other funds”
(i.e., the current portion of interfund loans) or “advances to/from other funds” (i.e., the
noncurrent portion of interfund loans). All other outstanding balances between ﬁmds are
reported as “due to/from other funds”.

Other receivables at June 30, 2005, consist of property tax, franchise tax, sales tax,
grants, and accounts (billings for user charged services, including unbilled utility
services). Taxes, grants, and utility charges are deemed collectible in full.

Prepaid Items
Certain payments to vendors reflect costs applicable to future accounting periods and are

recorded as prepaid items in both government-wide and fund financial statements.

Restricted Assets
When both restricted and unrestricted resources are available for use, it is the City’s
policy to use restricted resources first, then the unrestricted resources as they are needed.

Use of Estimates in Preparing Financial Statements

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Compensated Absences

The amount for accumulated vacation leave and comp-time of governmental funds are
recorded as a liability in the government-wide statement of net assets. The corresponding
expense and expenditures are reported in the government-wide statement of activities.
Accumulated vacation leave and comp-time of proprietary funds are recorded as an
expense and a liability in those funds as the benefits accrue to the employees and are thus
recorded in both the government-wide financial statements and the individual fund
financial statements. :

Long-term Obligations

In the government-wide financial statements and proprietary fund types, long-term debt
and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net assets. Bond
premiums, discounts, and issuance costs are deferred and amortized over the life of the
applicable debt. In the fund financial statements, governmental fund types recognize
bond premiums and discounts, as well as bond issuance costs, during the current period.
The face amount of debt issued is reported as other financing sources while discounts on
debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service
expenditures.
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* NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

NOTE 2

(R) Fund Balances — Reserved

)

Reservations of the fund balance represent amounts that are appropriable and legally

- segregated for a specific purpose. The reserve fund balance in the General Fund

represents a percentage of the surcharges the City collected on traffic violations that the
State of Utah has designated to the City to mitigate the cost of traffic overflow through
the City of Riverton as a result of the reconstruction of I - 15. The class “C” road funds
is reserved for approved projects. . The reserved fund balances in the Capital Projects
Funds represent impact fees collected and funds reserved for capital project construction.
These reserve fund balances are to be used exclusively for future expenditures for the
purpose for which the funds were collected.

Fund Balances — Designated

The City Council has elected to designate $4,966,679 of the unreserved fund balance of
the Capital Projects Fund for subsequent years’ expenditures on planned construction
projects.

CASH AND INVESTMENTS

The City maintains a cash and investment pool that is available for use by all funds. Interest
earned on these funds is allocated to the funds based on their balances, which relate to pooled
cash. - Each fund’s portion of this pool is displayed on the combined balance sheet. Following
are the components of the City’s cash and investments at June 30, 2005:

Cash and cash equivalents $ 4,505,769
Restricted cash and cash equivalents 24,934,407
Investments 49,597
Total $ 29,489,773

Included in the accompanying fund financial statements as follows:

Governmental activities:

Cash and investments $ 20.922.617
Total governmental activities 20.922.617

Business-type activities:

Cash and investments — enterprise 8.567.156

Total business-type activities 8.567.156

Total cash, cash equivalents and investments $ 29,489,773
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 2 CASH AND INVESTMENTS (Continued)

Deposits
At June 30, 2005, the carrying amount of the City’s deposits was $1,372,373 and the bank

balance was $1,764,702. Of the bank balance, $202,855 was covered by federal depository
insurance. Deposits are not collateralized nor are they required to be by state statute. However,
the State Commissioner of Financial Institutions monitors financial institutions and establishes
limits for deposit of public money at individual financial institutions, and the City follows these
recommendations.

The City follows the requirements of the Utah Money Management Act (Utah Code Annotated
1953, Section 51, Chapter 7) in handling its depository and temporary investment transactions.
This law requires the deposit of City funds in a “qualified depository”. The Act defined a
“qualified depository” as any financial institution whose deposits are insured by an agency of
the Federal Government and which has been certified by the Commissioner of Financial
Institutions as meeting the requirements of the Act and adhering to the rules of the Utah Money
Management Council.

Investments
At June 30, 2005, the City’s investments balances were as follows:

Investment type Fair Value Maturity Rating
U.S. Government
Treasury Strips $ 49,597 8/15/05 N/A

Utah Public Treasurer’s
Investment Fund 20,546,667 N/A Unrated

Investment with Bond
Trustee — in Utah

State Treasurer’s
Interest Fund 7.521,511 N/A Unrated
Total $28,117,775

Interest Rate Risk. The City has no policy regarding interest rate risk. As a means of limiting
its exposure to fair value losses arising from rising interest rates, the City invests in the Utah
Public Treasurer’s Investment Fund which is short term.

Credit Risk. The City has no policy regarding credit risk. The investment in the Utah Public

Treasurer’s Investment Fund is unrated. These monies are invested primarily in money market
securities.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 2 CASH AND INVESTMENTS (Continued)

Investments (continued)

Custodial Credit Risk. For an investment, the custodial risk is the risk that in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments that
are in the possession of an outside party. The City’s $49,597 investments in U.S. Government
Treasurer’s Strips are uninsured and uncollateralized investments for which the securities are
held by the counterparty, or by its trust department but not in the City’s name. The City has no
policy on custodial credit risk.

Concentration of Credit Risk. The City places no limit on the amount that the City may invest
in any one issuer. The City has no concentration of credit risk.

The Utah Public Treasurer’s Investment Fund (UPTIF) is an external deposit and investment
pool wherein governmental entities are able to pool the monies from several entities to improve
investment efficiency and yield. These monies are invested primarily in money market
securities and contain no withdrawal restrictions. As such, the monies invested in this fund are
not insured and are subject to the same market risks as any similar investment in money market
funds. The Fund is not SEC registered. The fair value of the City’s position in the fund is the
same as the value of the fund shares.

Restricted Assets

Capital Projects Fund — The restricted cash and investments of $11,343,219 cons1st of reserves
from, impact fees received, and funds for construction to be used only for the purpose defined
by contract or under legal provisions.

Special Revenue Fund — The restricted cash and investments of $3,216,991 from the special
revenue fund are shown as restricted assets to be used only for purposes designed by contract or
under legal provisions.

Secondary Water Fund — The secondary water fund investments totaling $7,174,151 are shown
as restricted assets to be used only for the purpose defined by contract or under legal
provisions.

Culinary Water — The culinary water fund investments totaling $1,368,681 are shown as
restricted assets to be used only for the purpose defined by contract or under legal provisions.

Trans-Jordan Cities Landfill

The Sanitation Fund has a 7.39% ownership in the Trans-Jordan Cities Landfill (Trans-Jordan),

which is accounted for by the equity method. In addition to the City, the Trans-Jordan Cities
Landfill is owned by the cities of Midvale, Murray, Sandy, South Jordan, West Jordan, and
Draper which own 6.02%, 9.72%, 34.27%, 9.53%, 26.45%, and 6.62% of the landfill,
respectively. Trans-Jordan Cities Landfill is a separate legal entity and political subdivision of
the State of Utah and was formed pursuant to the provisions of the Interlocal Cooperation Act.
The City has no firm commitment to make additional equity investments in the Trans-Jordan
Cities Landfill.
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NOTE 3 INVESTMENT IN AND ADVANCES TO JOINT VENTURE (Continued)

Trans-Jordan Cities Landfill (continued)

Trans-Jordan Cities Landfill was formed to construct, operate and maintain a refuse dumping
facility. Trans-Jordan is governed by its Board of Directors. Under the organization
agreement, the board of directors are appointed by the members. The management is under the
board of directors, which elects officers and appoints the management staff.

Trans-Jordan Riverton

Cities City’s Share

Total assets . $19,078.472  $ 1,409,899
Total liabilities $ 3990222 § 294,877
Total equity 15 250 1,115,022
Total operating revenues $ 5,108,402 § 377511
Total operating expenses (5,144,530) (380.181)
Net operating income (loss) (36,128) (2,670)
Total non-operating income (expenses) 927.986 68.578
Net income $ 891,88 § 65908
Closure and post-closure liability $ 3,664,679 § 270,820

As part of the purchase of the equity investment in Trans-Jordan for $26,409,000 the City
agreed to pay $50,000 a year for the next four years starting in fiscal year 1999. The City has
fulfilled this obligation to Trans-Jordan as of June 30, 2003. In addition to the above payments,
the City will pay the applicable non-member tipping fee for all municipal waste deposited at the
Landfill. The difference between the member rate and the non-member rate shall serve as a
credit towards the retirement of the purchase amount. Such credits shall commence on July 1,
1997. If at the end of the 15 years from July 1, 1997, the credits have not retired the principal
sum, the balance of the purchase price shall be forgiven. When the purchase price is paid in
full or forgiven, the City will pay the applicable member rate.

The complete financial statements for Trans-Jordan Cities Landfill for the year ended June 30,

2005, can be obtained from Trans-jordan Cities, 10873 South 7200 West, South Jordan, Utah
84095.
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NOTE 4 PROPERTY, PLANT, AND EQUIPMENT — ENTERPRISE FUNDS

A summary of the changes in asséts at June 30, 2005, and depreciation expense for the Water

Utility Fund:

Land

Water shares investment
Water distribution mains
Buildings and structures
Construction in process
Machinery and equipment
Vehicles

Total

Less accumulated depreciation

Total fixed assets

June 30, June 30,
2004 Addition Deletions 2005

$ 548,132 $ $ $ 548,132
465,670 465,670
17,434,564 802,674 18,237,238
131,882 131,882
7,424 7,424
237,885 65,443 303,328
187.057 57.797 (15.022) 229.832
19.005,190 933,338 (15.022) . 19.923.506
(6,484.559) (618.676) 15,022 (7.088.213)
$ 12,520,631 $ 314,662 $ $ 12,835,293

A summary of the changes in assets at June 30, 2005, and depreciation expense for the

Secondary Water Utility Fund:

Land

Water shares investment
Water distribution mains
Buildings and structures
Vehicles

Total
Less accumulated depreciation

Total fixed assets

June 30, June 30,
2004 Addition Deletions 2005
$ 1,158,018 $ $ $ 1,158,018
6,115,627 844,412 6,960,039
25,369,314 757,714 26,127,028
1,580,515 1,580,515
82.653 65.811 148,464
34,306,127 1,667,937 35.974.064
(2.256.204) (925.985) (3.182.189)
$ 32,049,923 $ 741,952 h) $32,791,875
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NOTE 4 PROPERTY, PLANT AND EQUIPMENT — ENTERPRISE FUNDS (Continued)

The following is a summary of changes in assets at June 30, 2005, and depreciation expense for
the Sanitation Fund:

June 30, : June 30,
2004 Addition Deletions 2005
Machinery and equipment $ 17,920 $ $ $ 17,920
Vehicles 85.225 85,225
Total 103.145 103,145
Less accumulated depreciation (21.830) (13.967) (35.797)
Total fixed assets $ 81,315 $  (13,967) $ $ 67,348

A summary of the chianges in assets at June 30, 2005, and depreciation expense for the Street
Light Fund:

June 30, June 30,
: 2004 Addition Deletions 2005

Land $ 32000 $ $ $ 32,000
Street Lights 6.098.081 974,523 7,072,604
Total 6.130.081 974,523 7,104,604
Less accumulated depreciation (1,659,075) (286,047) (1.945,122)
Total fixed assets $ 4471006 $ 688476 $ $ 5.159.482
Grand totals for

enterprise funds $ 59.544,543 § 3,575,798 $ (15,022) $ 63,105,319

Grand total for
accumulated depreciation  $ (10421,668) $(1.844,675) § 15,022 $(12,251.321)

Depreciation expense was charged to functions/programs of enterprise funds as follows:

Business-type activities:

Water utility . $ o618,676
Secondary water utility 925,985
Sanitation 13,967
Street lights 286.047

Total depreciation expense — business-type activities $ 1,844,675

-33-




RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 5 CAPITAL ASSETS

. Capital assets for the year ended June 30, 2005, were as follows:

June 30, June 30,
‘ 2004 Addition Deletions 2005
Governmental activities:
Capital assets not depreciated:
Land $ 65,035,744 § 4547335 (45,192) § 65,444,887
Land held for resale 2,047,018 814,682 (381,162) 2,480,538
Construction in progress 1,835.263 142,413 - (120.936) 1.856,740
Total capital assets not
depreciated 68.918.025 1,411,430 (547,290) _ 69,782,165
Capital assets depreciated:
Buildings 1,975,945 4,598,823 6,574,768
Building improvements 809,202 188,674 997,876
Improvements 7,324,188 854,381 8,178,569
Machinery and equipment 890,802 10,200 (8,000) 893,002
Vehicles 1,110,525 231,898 (71,500) 1,270,923
Infrastructure: storm drain 15,557,917 536,412 16,094,329
Infrastructure: streets 29,806,667 1,049,128 30,855,795
Infrastructure: curb and gutter 7,984,862 345,725 8,330,587
Infrastructure: sidewalks 10.020.830 501.397 10,522,227
Total capital assets
depreciated 75.480,938 8.316,638 (79.500) __ 83.718.076
Less accumulated depreciation for:
Buildings 786,477 135,347 921,824
Building improvements 83,829 40,190 124,019
Improvements 1,717,544 295,947 2,013,491
Machinery and equipment 547,158 82,389 (8,000) 621,547
Vehicles 673,575 108,719 (60,151) 722,143
Infrastructure: storm drain 6,058,455 402,358 6,460,813
Infrastructure: streets 23,313,405 1,526,928 24,840,333
Infrastructure: curb and gutter 3,103,460 277,686 3,381,146
Infrastructure: sidewalks 3.881.116 350,770 4,231,886
Total accumulated _
depreciation 40,165.019 3.220.334 (68.151) _ 43,317,202
Total capital assets
depreciated, net 35315919 5.096,304 (11.349) _ 40.400.874
Governmental activities capital
assets, net ' $104,233944 $6,507,734  § (558,639) $ 110,183,039
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NOTE 5 CAPITAL ASSETS (Continued)

Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental activities:

General government $ 208,351
Public safety 58,146
Highways and public improvements 2,767,177
Parks, recreation and public property 186.662

Total depreciation expense — governmental activities  $ 3,220,336

NOTE 6 INTERFUND RECEIVABLES AND PAYABLES

NOTE 7

The composition of interfund balances as of June 30, 2005, is as follows:
Due to/from primary government and component units:

Interfund Receivable Interfund Payable Amount
General fund Sanitation fund $ 453,334
Culinary water fund Redevelopment agency 1,000,000
REDIIF Redevelopment agency 1,071,741
Total $2,525.075

The purpose of the transfers was to provide cash flow and pay operating expenses.
ACCRUED COMPENSATED ABSENCES

It is the City’s policy to permit employees to accumulate a limited amount of earned but unused
vacation time which will be paid to employees upon termination. Accumulated sick leave is
not paid to City employees upon termination. At June 30, 2005, a current liability of $16,190
and $10,197 has been accrued in the general governmental activities and the business-type
activities, respectively for accrued vacation time. The non-current portion of compensated
absences in the amount of $64,762 has been accrued in the General governmental activities.
The non-current portion of compensated absences in the amount of $40,790 has been accrued in
the business-type activities.
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NOTE 8 LONG-TERM OBLIGATIONS

The following is a summary of long-term obligation transactions of the City for the fiscal year
ended June 30, 2005:

June 30, June 30,
2004 Addition Deletions 2005
General governmental activities:
Compensated absences $ 60,156 $ 4,606 $ $ 64,762
Capital lease obligations 52,886 (23,705) 29,181
Revenue bonds payable 9,530,000 0 (210,000) 9,320,000
Total governmental activities :
long-term debt $ 9,643,042 § 4,606 §$ (233.705) $ 9,413,943
Business-type activities:
Capital lease obligation $ 63010 $ $ (20,235) $ 42,775
Compensated absences 36,636 14,351 50,987
Revenue bonds 22,028,000 3.800.000 (4.568.000) _ 21.260.000
Total business-type activities
long-term debt $22,127,646  $3,814351 $(4.588235) $21.353,762

Capital Lease Obligations
The City entered into a lease agreement during the fiscal year ending June 30, 2003, with an

interest rate of 3.75%. Proceeds of this lease agreement amounted to $129,650 and were part of
the financing of General Fund assets (equipment) in the amount of $47,136 and Sanitation Fund
assets (equipment) in the amount of $82,514.

The City entered into a lease agreement during the fiscal year ending June 30, 2003, with an
interest rate of 8.354%. Proceeds of this lease were $13,600 and were used to finance a copy
machine.

The future minimum lease obligations and the present value of these minimum lease payments
as of June 30, 2005 are as follows:

2006 $ 40,522

2007 36,510

Total minimum lease payments 77,032

Less: amount representing interest 5,200

Present value of minimum lease payments $ 71,832
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NOTE 8§ LONG-TERM OBLIGATIONS (Continued)

Defeased Bonds .

The City defeased $5,160,000.(a portion) of the Series 2000B Water Revenue and Refunding
Bonds. This portion of the 2000B Series Revenue Bonds was defeased by placing a portion of
the proceeds from the Series 2004 Water Revenue Refunding Bonds in an irrevocable trust to
provide for all future debt service payments on this portion of the defeased bonds. The
principal amount outstanding as of March 29, 2004, of the 2000B Series Water Revenue and

.Refunding bonds was $12,795,000. The difference between the cash flow required to service

the old debt (defeased) and the new debt (Series 2004 Water Revenue Refunding Bonds) will
save $259,937 which was an economic gain of $195,220.

The City defeased $3,685,000 (a portion) of the Series 2000B Water Revenue and Refunding
Bonds. This portion of the 2000B Series Revenue Bonds was defeased by placing a portion of
the proceeds from the Series 2005 Refunding Bonds in an irrevocable trust to provide for all
future debt service payments on this portion of the defeased bonds. The principal amount
outstanding as of April 28, 2005, of the 2000B Series Water Revenue and Refunding Bonds
was $7,165,000. The difference between the cash flow required to service the old debt
(defeased) and the new debt (Series 2005 Refunding Bonds) will save $200,517 which was an
economic gain of $144,013.

After the above two defeased portions, the remaining principal amount of the Series 2000B
Water Revenue and Refunding Bonds outstanding as of June 30, 2005, was $3,480,000.

Bonds Payable
In March 2000, the City issued zero interest Taxable Water Revenue Bond Series 2000A for

$1,500,000. Principal installments began March 1, 2001, and are payable on March 1 of each
year thereafter, maturing with the March 2020 payment.

In September 2000, the City issued Tax Exempt Water Revenue Bond Series 2000B for
$14,000,000. Payments began March 1, 2003, principal due annually on September 1 and
interest being due semi-annually at 4.30% to 5.60%, maturing with the September 1, 2020,
payment.

In December 2001, the City issued Franchise and Sales Tax Bond Series 2001 for $5,720,000.
Payments began June 1, 2003, principal due annually on December 1 and interest being due
semiannually at 4% to 5%, maturing with the December 1, 2022, payment.
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NOTE 8 LONG-TERM OBLIGATIONS (Continued)

Bonds Payable (continued)

In December 2002, the City issued Water Revenue Bonds .Series 2003 for $7,500,000.
Payments began September 1, 2003, principal due annually on September 1 and interest being
due semiannually at 2.5% to 4.6%, maturing with the September 1, 2022, payment.

In March 2004, the city issued Water Revenue Refunding Bonds Series 2004 for $5,900,000.
Payments began September 1, 2004, principal due annually on September 1 and interest being
due semiannually at 2.25% to 3.8% maturing with the September 1, 2018, payment.

In March 2004, the City issued Franchise and Sales Tax Bonds Series 2004A for $4,080,000.
Payments began December 1, 2004, principal due annually on December 1 and interest being
due semiannually at 2.0% to 4.4%, maturing with the December 1, 2024, payment.

On April 28, 2005, the City issued Water Revenue Refunding Bonds Series 2005 for
$3,800,000. Payments began September 1, 2005, principal due annually on September 1 and
interest being due semiannually at 3.0% to 5.0%, maturing with the September 1, 2020,
payment.

The annual requirement to amortize all Water Revenue Bonds Series 2000A outstanding as of
June 30, 2005, is as follows:

Taxable Water
Revenue Bond

Year Ending Series 2000A
June 30 Principal
2006 $ 68,000
2007 - 78,000
2008 78,000
2009 78,000
2010 78.000
Total 380,000

2011 -2015 390,000
2016 - 2020 ___ 390,000
$ 1,160.000
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NOTE 8 LONG-TERM OBLIGATIONS (Continued)
Bonds Payable (continued)

The annual requirement to amortize all the Water Revenue Bonds Series 2000B outstanding as
of June 30, 2005, is as follows:

Tax Exempt Water
Revenue Bond

Series 2000B
Year Ending
June 30 . Principal Interest
2006 $ 485000 $ 626,384
2007 - o 545,000 602,815
2008 570,000 577,028
2009 ' - 600,000 549,675
2010 625,000 520,731
Total 2,825,000 2,876,633
20112015 655,000 490,004
2016 — 2020 (Defeased) : -0- -0-
2021 - 2024 (Defeased) -0- -0-

$ 3,480,000 3,366,63

The annual requirement to amortize all the Franchise and Sales Tax Bonds Series 2001
outstanding as of June 30, 2005, is as follows: )

Bond
Series 2001
Year Ending
June 30 Principal Interest
2006 $ 220,000 $ 227,775
2007 225,000 218,575
2008 235,000 209,015
2009 240,000 198,905
2010 250.000 188.130
Total 1,170,000 1,042,400
2011 -2015 1,420,000 751,786
2016 —2020 1,795,000 352,096
2021-2023 855,000 11,000

$5.240000 $2.157.282
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NOTE 8§ LONG-TERM OBLIGATIONS (Continued)

Bonds Payable (continued)
The annual requirement to amortize all the Water Revenue Bonds Series 2003 outstanding as of
June 30, 2005, is as follows:

Bond
Series 2003
Year Ending
June 30 Principal Interest
2006 $ 285,000 $ 266,150
2007 290,000 258,962
2008 300,000 251,587
2009 310,000 243,188
2010 320.000 233.337
Total 1,505,000 1,253,224
2011 -2015 1,770,000 981,129
2016 - 2020 2,165,000 588,600
2021 —2023 1,550,000 107,650

$6,990,000  §$2,930,603

The annual requirement to amortize all the Water Revenue Refunding Bonds Series 2004
outstanding as of June 30, 2005, is as follows: '

Water Revenue

Refunding Bonds
Series 2004
Year Ending
June 30 Principal Interest
2006 $ 55,000 $ 204,481
2007 55,000 203,224
2008 55,000 201,986
2009 60,000 200,655
2010 60,000 199.118
Total 285,000 1,009,464
2011 -2015 1,780,000 917,469
2016 —2019 3.765.000 286.593

$5,830,000 $2.213,526
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_ RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 8 LONG-TERM OBLIGATIONS (Continued)
Bonds Payable (continued)

The annual requirement to amortize all the Franchise and Sales Tax Bonds Series 2004A
outstanding as of June 30, 2005, is as follows:

Bond
Series 2004A
Year Ending
June 30 3 Principal Interest
2006 : $ 150,000 $ 149,106
2007 . 150,000 146,106
2008 ‘ 155,000 142,669
2009 - . 160,000 138,731
2010 160.000 134,531
Total 775,000 711,143
2011 -2015 900,000 577,888
2016 — 2020 1,080,000 395,251
2021 -2025 1.325.000 150,628

$4,080,000 §$1.834910

The annual requirement to amortize all the Water Revenue Refunding Bonds Series 2005
outstanding as of June 30, 2005, is as follows:

Water Revenue

Refunding Bonds
Series 2005
Year Ending
June 30 _ Principal Interest
2006 $ 50,000 $ 144,480
2007 10,000 170,900
2008 10,000 170,600
2009 , 15,000 170,206
2010 15,000 169.719
Total 100,000 825,905
2011 -2015 : 1,545,000 668,013
2016 — 2020 1,050,000 512,500
2021-2022 1,105,000 27,625

$3,800,000  $2.034,043
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 9 RETIREMENT PLANS

Plan Description :
The City contributes to the Local Governmental Contributory Retirement System and Local

Governmental Noncontributory Retirement System, which are for employers without Social
Security coverage, all of which are cost-sharing multiple-employer defined benefit pension
plans administered by the Utah Retirement Systems. Utah Retirement Systems provide
refunds, retirement benefits, annual cost of living adjustments and death benefits to plan
members and beneficiaries in accordance with retirement statutes and amended by the State
Legislature.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah
Code Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49
provides for the administration of the Utah Retirement Systems and Plans under the direction of
the Utah State Retirement Board (Board) whose members are appointed by the Governor. The
Systems issue a publicly available financial report that includes financial statements and
required supplementary information for Systems and Plans. A copy of the report may be
obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake city, UT
84102 or by calling (800) 365-8772.

Funding Policy
Plan members are required to contribute a percent of their covered salary (all or part of which

may be paid by the employer) to the respective systems to which they may belong which is
6.00% to the Contributory System. The City is required to contribute a percent of covered
salary to the respective systems, 7.08% to the Contributory and 11.09% to the Noncontributory.
The contribution rates are the actuarially determined rates. The contribution requirements of the
systems are authorized by statute and specified by the board.

The City’s contributions to the Local Governmental Contributory Retirement System for the
years ended June 30, 2005, 2004 and 2003 were $5,086, $4,198, and $3,805, respectively. The
salaries subject to retirement contributions for the same periods were $46,656, $44,514, and
$44,766 respectively. The Noncontributory System contributions for June 30, 2005, 2004, and
2003 were $251,889, $206,335 and $175,166, respectively. The salaries subject to
noncontributory contributions were $2,271,311, $2,144,867, and $2,015,716 respectively. The
contributions were equal to the required contributions for each year.

IRS Code Section 401(k) Plan

The City also participates in a defined contribution 401(k) Plan. Contributions may be
withdrawn by the employee upon termination or may be used as supplemental income upon
retirement. Employer paid contribution for the years ended June 30, 2005, 2004, and 2003
were $23,731, $19,350, and $21,553 respectively. .
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 9 RETIREMENT PLANS (Continued)

IRC Code Section 457 Plan

The City offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, available to all City employees, permits them to defer a
portion of the salary until future years. The deferred compensation is not available to
employees until termination, retirement, death, or an unforeseeable emergency. Employer paid
contribution for the years ended June 30, 2005, 2004, and 2003 were $23,900, $21,218, and
$22,013 respectively.

Annuity

The City purchased an annuity for qualified full-time employees. The assets of the annuity are
agency funds held for the respective employees and do not belong to the member participants
until the funds are disbursed to them. The City expenses the contributions as they are paid
monthly. The total net changes for the year ended June 30, 2005, were $167,698.

NOTE 10 INTERFUND TRANSFERS

Individual fund operating transfers for fiscal year 2005 were as follows:

Fund TransferIn _Transfer Out

General fund $ 806,394 $ 903,400
Capital projects funds 575,000 -0-
Proprietary funds 375.555 853,549
Total All Funds $ 1,756,949 $.1,756,949

Management and the City Council made the transfers for capital projects and cash flows needs
of the other funds for the year ended June 30, 2005.

NOTE 11 RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; errors and omissions; injuries to employees; and natural disasters for which the
government participates in the state risk pool. The government is also covered by worker’s
compensation insurance for risk of loss involving employees, which premiums are based on
work risk factors and experience.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 12 REDEVELOPMENT AGENCY

In accordance with Utah State law, the City makes the following disclosures relative to the
Riverton City Redevelopment Agency (RDA): The RDA collected $835,998 of tax increment
monies for its project areas of which $50,000 was paid to developers of the projects. None of
these funds were paid out to any taxing agency. The RDA has no outstanding bonds or other
loans incurred to finance costs associated with its project area. During 2005, the RDA
expended $814,682 for property acquisitions and site improvements, and $52,987 for
administrative costs.

NOTE 13 LAND HELD FOR RESALE

Land acquired by the Redevelopment Agency of Riverton City (a Special Revenue fund) and
held for resale is accounted for as land held for resale in the Capital Assets. The cost of land
held for resale is capitalized until the land is sold. Land transferred from infrastructure assets
of the City is recorded at a nominal amount for accountability purposes. If the Redevelopment
Agency sells land at an amount greater than or less than the carrying amount, the resulting
gain/loss is accounted for as another financing source/use. Gains and losses on sale of land
held for resale are recognized when measurable and available.

NOTE 14 COMMITMENTS

Redevelopment Agency
The Redevelopment Agency, a component unit, has entered into an agreement with a developer

to pay $50,000 per year over ten years for improvements made on property in the RDA. The
commitment is to be recovered with tax increment revenue. The remaining commitment at
June 30, 2005, is $100,000.

NOTE 15 CUSTOMER DEPOSITS

Customer deposits are principally deposits from customers that are held by the City for water
connections until such time for refund is warranted.

NOTE 16 CONTINGENT LIABILITIES
The City is a defendant in various lawsuits. Although the outcome of these lawsuits is not

presently determinable, in the opinion of the City’s counsel, the resolution of these matters will
not have a material adverse effect on the financial condition of the City.
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RIVERTON CITY CORPORATION
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
For The Year Ended June 30, 2005

NOTE 17 GRANTS

The City receives financial assistance from federal and state governmental agencies in the form
of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject to audit
by the City’s independent auditors and other governmental auditors. Any disallowed claims
resulting from such an audit could become a liability of the General Fund or other applicable
funds. Based on prior experience, the City administration believes such disallowance, if any,
would be immaterial.
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RIVERTON CITY CORPORATION
SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - CAPITAL PROJECTS - CAPITAL PROJECT FUND
For The Year Ended June 30, 2005

Capital Project Fund

Variance
~ Favorable
Budget Actual (Unfavorable)
Revenues:
Franchise taxes $ 1.045.000 $ 1.526,759 $ 481,759
Impact fees 5.246.831 4422 886 (823,945)
Interest income 70.000 223,009 153,009
Total revenues 6,361.831 6.172.654 (189,177)
Expenditures
Interest, debt service costs, and bond
issuance costs 650.000 646.628 3,372
General government 58,960 39,460 19,500
Public safety 1.873,000 528.413 1,344,587
Highway and public improvements 2.010,000 173.377 1,836,623
Parks, recreation, and public property 474,000 201.072 272,928
Capital outlay 11,268,786 7.588.393 3,680,393
Total expenditures 16,334,746 9.177.343 7,157,403
Excess of revenues over (under) expenditures (9.972.915) (3,004.689) 8.917.095
Other financing sources (uses):
Proceeds from debt
Proceeds from grants 391.000 355,524 - (35.476)
Transfers in 785.000 575.000 (210.000)
Transfers out (1.163,400) (903.400) 260,000
Total other tinancing sources (uses) 12.600 27.124 702,594
Excess of revenues and other financing sources
over (under) expenditures and other uses $ (9,960,315) (2,977.565) $ 6,982,750
Beginning fund balance 17,167.896
Ending fund balance $ 14,190,331
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SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES -

RIVERTON CITY

BUDGET AND ACTUAL - ALL GOVERNMENTAL FUNDS

Revenues:
Property taxes
Sales taxes
Franchise taxes
Licenses and permits
Intergovernmental revenues
Charges for services
Impact fees
Fines and forfeitures
Interest income
Miscellaneous

Total Revenues

Expenditures:
Interest, debt service costs.
and bond issuance costs
General Government
Public Safety
Highway and public improvements
Parks, recreation. and public property
Capital Outlay

Total expenditures

Excess of revenue over (under)
expenditures

Other financing sources (uses):
Proceeds from debt
Proceeds from grants
"Contributions

Proceeds from sale of assets
Transfers in

Transfers out

Total other financing sources (uses)
Excess of revenues and other financing

sources over (under) expenditures
and other uses

Unadjusted beginning fund balance
Prior period adjustment
Fund balance, beginning of year

Fund balance. end of year

For The Year Ended June 30, 2005

Budgeted Amounts Variance with
Final Budget
Original Final Actual Favorable
Budget Budget Amounts (Unfavorable)
$ 2,494,878 $ 2434878 2,638,251 $ 203,373
2.252,000 2,452,000 2.633,472 181.472
1.045.000 1,045,000 1,526,759 481,759
559.675 857.175 948.660 91,485
1.229.000 1.221.373 887.466 (333.907)
534,750 953.550 954.587 1,037
4.846,831 5,246,831 4,422,886 (823,945)
212,000 303,000 315,572 12,572
185.000 225.000 421,232 196.232
57.350 57,350 52,529 (4.821)
13.416.484 14.796,157 14,801,414 5,257
678,000 680,000 676,628 3,372
2,025.427 2.098,657 1.877,377 221,280
5.052.988 5.274,623 4,044,246 1.230.377
3.972,350 4.044.850 1,346,259 2.698,591
1.269.725 1.496.013 1,148,283 347,730
14,546,186 16.439.686 8,990,338 7,449.348
27.544,676 30,033,829 18,083,131 11,950,698
(14,128,192) (15.237.672) (3.281,717) 11,955,955
339,000 391,000 355,524 (35,476)
900,000 1.174,000 1,174.000 -
600,000 600,000 - 287.756 (312,244)
1.116,394 1,641,394 1,381,394 (260,000)
(2,163,400) (2,938.400) (1,381,394) 1,557,006
791,994 867.994 1,817,280 949,286
$ (13,336,198) $ (14,369,678) (1.464,437) § 12,905,241
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RIVERTON CITY CORPORATION

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS - GOVERNMENTAL FUNDS
For The Year Ended June 30, 2005

General Special Revenue
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
Property taxes $ 1.701,500 $ 1,802253 $ 100,753 $ 733,378 $ 835,998 $ 102,620
Sales taxes 2,452.000 2,633,472 181,472
Franchise taxes
Licenses and permits 847675 948 660 100,985
Intergovernmental revenues 1,221,373 887,466 (333.907)
Charges for services 953.550 954,587 1,037
Impact fees
Fines and forfeitures 303.000 315572 12,572
Interest income 150,000 194,705 44,705 5,000 3,518 (1,482)
Miscellaneous . 32,600 39,749 7,149 24,750 12,780 (11,970)
Total revenues 7,661,698 7,776,464 114,766 763,128 852,296 89,168
Expenditures
Interest, debt service costs, and
bond issuance costs 30,000 30,000 -
General government 1,925,680 1,765,144 160,536 114,017 72,773 41,244
Public safety 3,401,623 3,515,833 (114,210)
Highway and public improvements 2,034,850 1,172,882 861.968
Parks. recreation, and public property 1,022,013 947211 74,802
Capital outlay 1,577,400 587,263 990,137 1,700,000 814,682 885,318
Total expenditures 9,961,566 7,988,333 1973233 1,844,017 917,455 926,562
Excess of revenues over (under)
expenditures " (2,299.868) (211,869) 2.087.999 (1,080,889) (65.159) (1,015,730)
Other financing sources (uses):
Proceeds from debt
Proceeds trom grants
Contributions 1,174,000 1,174,000 -
Proceeds from sale of assets 600,000 9,094 (590.906) 500,000 278,662 221,338
Transfers in 856.394 806,394 (50.000)
Transfers out (1,775,000) - 1,775,000 (727,994) (477,994) (250,000)
Total other financing sources 855,394 1,989,488 1,134,094 (227,994) (199,332) (28,662)
Excess of revenues and other financing
sources over (under) expenditures and
other uses $  (1444.474) 1,777,619 $ 3222093 $ (1,308,883) (264,491) $ 1,044,392
Beginning fund balance 2,607.657 1,458,431
Ending $ 4385276 $ 1,193,940
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CERTIFIED

1
pmickea,

PUBLIC

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and

Members of the City Council
Riverton City Corporation
Riverton, Utah

We have audited the financial statements of governmental activities, the business-type activities, fiduciary
fund, each major fund, and the aggregate remaining fund information of Riverton City Corporation, Utah,
as of and for the year ended June 30, 2005, which collectively comprise Riverton City Corporation, Utah,
basic financial statements and have issued our report thereon dated November 2, 2005. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Riverton City Corporation’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts
that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Riverton City Corporation’s, Utah, financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grants agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

However, we noted certain immaterial instances of noncompliance that we have reported to the
management of Riverton City Corporation in the accompanying Schedule of Findings and Questioned
Costs.
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This report is intended solely for the information and use of the Mayor, City Council and management of
Riverton City Corporation, the Utah State Auditor’s Office, and federal awarding agencies and pass-

through entities and is not intended to be and should not be used by anyone other than these specified
parties.

Wggons ¥ 2= ¥ &

Sandy, Utah
November 2, 2005
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INDEPENDENT AUDITORS’ REPORT ON
LEGAL COMPLIANCE WITH APPLICABLE
UTAH STATE LAWS AND REGULATIONS

Honorable Mayor and

Members of City Council
Riverton City Corporation
Riverton, Utah

We have audited the financial statements of the governmental activities, the business-type activities,
fiduciary fund, each major fund, and the aggregate remaining fund information of Riverton City
Corporation, for the year ended June 30, 2005, and have issued our report thereon dated November 2,
2005. As part of our audit, we have audited Riverton City Corporation’s compliance with the
requirements governing types of services allowed or unallowed; eligibility; matching, level of effort, or
earmarking; reporting; special tests and provisions applicable to each of its major State assistance
programs as required by the State of Utah Legal Compliance Audit Guide for the year ended June 30,
2005. The City received the following major State assistance program from the State of Utah.

B&C Road Funds (Department of Transportation)

Our audit also included testwork on the City’s compliance with those general compliance requirements
identified in the State of Utah Legal Compliance Audit Guide, including:

Public Debt

Cash Management

Purchasing Requirements
Budgetary Compliance

Truth in Taxation and Property Tax Limitations
Liquor Law Enforcement

Justice Courts Compliance

B & C Road Funds

Other General Compliance Issues
Uniform Building Code Standards
Impact Fees

The management of Riverton City Corporation is responsible for the City’s compliance with all
compliance requirements identified above. Our responsibility is to express an opinion on compliance
with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards, issued by the Comptrolier General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
material noncompliance with the requirements referred to above occurred. An audit includes examining,
on a test basis, evidence about the City’s compliance with those requirements. We believe that our audit
provides a reasonable basis for our opinion.
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The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above, which are described in the accompanying Schedule of Findings and
Questioned Costs. We considered these instances of noncompliance in forming our opinion on
compliance, which is expressed in the following paragraph.

In our opinion, Riverton City Corporation complied, in all material respects, with the general compliance
requirements identified above and the requirements governing types of services allowed or unallowed;
eligibility; matching, level of effort, or earmarking; reporting; and special tests and provisions that are
applicable to each of its major State assistance programs for the year ended June 30, 2005.

This report is intended solely for the information of management and the Utah State Auditors, and is not
intended to be and should not be used by anyone other than the specified parties.

Sandy, Utah
November 2, 2005
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RIVERTON CITY CORPORATION
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS
For The Year Ended June 30, 2005

FINANCIAL STATEMENT AUDIT - FINDINGS FOR YEAR ENDED 2004

#1

PUBLIC TREASURER BOND

Finding

The City did not have a public treasurer bond for the proper amount. They had a bond for $800,000.
The required bond amount based on the previous years budgeted revenue required a bond in the
amount of $ 1,000,000.

Recommendation
The City should obtain a bond for the proper amount.

Response
Riverton City will get a bond for the required amount.

Current Status
The City complies with bonding requirements.
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RIVERTON CITY CORPORATION
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended June 30, 2005

FINDINGS - STATE OF UTAH LEGAL COMPLIANCE — CURRENT PERIOD

#1

BUDGETARY COMPLIANCED

Finding
The City shall not incur expenses in excess of the budget in any department of the general fund.
The City’s actual expenses in the following departments exceeded budget:

Amount
Budget Actual Exceeded
Public safety $ 3,401,623 § 3,515,833 § (114,210)

Recommendation
The City should control expenses to comply with the budgets.

Response
Riverton City will comply.



